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OATH OR AFFIRMATION

Nimish Bhatt swear or affirm that to the best of my knowledge and belief the accompanying financial statements and

supporting schedules pertaining to the firm of Calamos Financial Services LLC as of December 31 2011 are true and correct

further swear or affirm that neither the company nor any partner proprietor principal officer or director has any proprietary interest

in any account classified solely as that of customer

a%offIoiS ïC
Signed and sworn to before on 22 February 2012 by Nimish Signature

Bhatt
SVP and ChiefFinancial Officer

Title

OFFL SEAL

HOWERTON

Notaiy Public

This report contains check all applicable boxes
lxi Facing page

lxi Statement of Financial Condition

lxi Statement of Operations

lxi Statement of Cash Flows

lxi Statement of Changes in Members Equity

Statement of Changes in Liabilities Subordinated to Claims of Creditors

lxi Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

Information Relating to the Possession or Control Requirements Under Rule 5c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 15c3-3 and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 5c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

lxi An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date of the previous audit

lxi Independent Auditors Report on Internal Control

For conditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e
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McGladrey Pullen LLP

McGladrey

Independent Auditors Report

To the Member

Calamos Financial Services LLC

Naperville Illinois

We have audited the accompanying statement of financial condition of Calamos Financial Services LLC the

Company as of December 31 2011 and the related statements of operations changes in members capital

and cash flows for the year then ended that you are filing pursuant to Rule 7a-5 under the Securities

Exchange Act of 1934 These financial statements are the responsibility of the Companys management

Our responsibility is to express an opinion on these financial statements based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United States of

America Those standards require that we plan and perform the audit to obtain reasonable assurance about

whether the financial statements are free of material misstatement An audit includes examining on test

basis evidence supporting the amounts and disclosures in the financial statements An audit also includes

assessing the accounting principles used and significant estimates made by management as well as

evaluating the overall financial statement presentation We believe that our audit provides reasonable basis

for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the financial

position of Calamos Financial Services LLC as of December 31 2011 and the results of its operations and its

cash flows for the year then ended in conformity with accounting principles generally accepted in the United

States of America

Our audit was conducted for the purpose of forming an opinion on the financial statements as whole The

supplementary information contained in Schedule required by Rule 17a-5 under the Securities Exchange Act

of 1934 is presented for purposes of additional analysis and is not required part of the financial statements

Such information is the responsibility of management and was derived from and relates directly to the

underlying accounting and other records used to prepare the financial statements The information has been

subjected to the auditing procedures applied in the audit of the financial statements and certain additional

procedures including comparing and reconciling such information directly to the underlying accounting and

other records used to prepare the financial statements or to the financial statements themselves and other

additional procedures in accordance with auditing standards generally accepted in the United States of

America In our opinion the information is fairly stated in all material respects in relation to the financial

statements as whole

Aer/4e
Chicago Illinois

February 21 2012

Member of RSM International network network of independent accounting tax and consulting firms



CALAMOS FINANCIAL SERVICES LLC
Statement of Financial Condition

December 31 2011

Assets

Cash $1237789

Receivables

Affiliated funds 433900

Affiliates 651234

Securities owned 22452429

Prepaid expenses and other assets 173033

Total assets $24948385

Liabilities and Members Capital

Payables

Brokers $10638149

Affiliates 208019

Accrued compensation and benefits 4892554
Other accrued expenses 245899

Total liabilities 15984621

Contributed capital 21928958

Accumulated deficit 12965194

Total members capital 8963764

Total liabilities and members capital $24948385

See accompanying notes to financial statements



CALAMOS FINANCIAL SERVICES LLC
Statement of Operations

Year ended December 31 2011

Revenues

Distribution fees $69446403

Administrative services fees 13740554
Commissions 1390383
Interest and dividends 56488

Change in unrealized losses on securities owned 431349

Total revenues 84202479

Expenses

Distribution expenses 68291755

Employee compensation and benefits 16969966

Occupancy 1244395

Dues licenses and fees 285744

Administrative and technology services 302838

Other operating expenses 6695298

Total expenses 93789996

Net loss $95 87517

See accompanying notes to financial statements



CALAMOS FINANCIAL SERVICES LLC
Statement of Changes in Members Capital

Year ended December 31 2011

Contributed Accumulated

capital deficits Total

Balance at beginning of year $15767911 $3355725 $12412186

Net loss 9587517 9587517
Contributions from parent 6000000 6000000

Compensation expense recognized under stock

incentive plans 235366 235366

Employee taxes paid on vesting under stock

incentive plans 74319 74319
Dividend equivalent accrued under stock

incentive plans 21952 21952

Balance at end of year $21928958 $12965194 $8963764

See accompanying notes to financial statements



CALAMOSFINANCIAL SERVICES LLC
Statement of Cash Flows

Year ended December 31 2011

Cash flows from operating activities

Net loss $9587517
Adjustments to reconcile net loss to net cash

used in operating activities

Compensation expense recognized under stock incentive plans 235366

Employee taxes paid on vesting under stock incentive plans 74319

Change in unrealized losses on securities owned 431349

Net increase decrease in assets

Receivables from affiliated funds 81282

Net receivables from affiliates 82337

Securities owned 5425784

Prepaid expenses and other assets 52233
Net increase decrease in liabilities

Payables to brokers 2822888
Accrued compensation and benefits 1139771

Other accrued expenses 61686

Net cash used in operating activities 5079382

Cash flows provided by financing activities

Contributions from parent 6000000

Net cash provided by fmancing activities 6000000

Net increase in cash 920618

Cash at beginning of year 317171

Cash at end of year $1237789

See accompanying notes to financial statements



CALAMOS FINANCIAL SERVICES LLC
Notes to Financial Statements

Nature of Business and Summary of Significant Accounting Policies

Nature ofBusiness

Calamos Financial Services LLC the Company is wholly owned subsidiary of Calamos Investments LLC

Calamos Investments formerly known as Calamos Holdings LLC Calamos Asset Management Inc

CAM is the sole manager of Calamos Investments and
operates and controls all of the business and affairs

of Calamos Investments The Company registered broker and dealer in securities under the Securities

Exchange Act of 1934 acts as the sole distributor of the Calamos domestic open-end funds collectively the

Funds As such the Company receives distribution and service fees from the Funds and generally pays these

fees to financial intermediaries

Because the Company operates primarily with the purpose of distributing open-end funds and does not hold

customer funds or safekeep customer securities it is exempt from computing the Reserve Requirements under

Rule 5c3-3 paragraph k2i of the Securities and Exchange Commission and is exempt from including

Information Relating to the Possession or Control Requirements under Rule 15c3-3

Securities Owned

The Company carries its securities owned at fair value which is determined based upon quoted prices in

active markets The Company records securities owned on trade date basis

Financial Instruments

The carrying values of cash receivables and payables approximate fair value due to the short maturities of

these fmancial instruments

Revenues

Distribution fees consist of Rule 2b- distribution and service fees from the Funds that are earned on the

distribution of open-end funds These fees are accrued monthly and are based on the average daily assets of

the Funds Commission revenues are recognized on trade date Administrative service fees are received for

services provided to shareholders and prospective shareholders of the Funds

Realized and the changes in unrealized gains and losses on securities owned are reported on net basis in the

statement of operations Interest and dividends both of which are recognized when earned consist of interest

earned on cash and certain securities owned and dividends earned from securities owned Dividend income is

recognized on the ex-dividend date



CALAMOS FINANCIAL SERVICES LLC
Notes to Financial Statements Continued

Compensation Plans

The Company participates in CAMs incentive stock plan that provides for grants of restricted stock unit

RSU awards and stock option awards to certain employees of the Company RSUs are convertible on one-

for-one basis into shares of CAMs common stock The exercise price of stock option awards are based on

CAMs common stock price at the time the awards are issued The Company estimates the fair value of the

options as of the grant date using the Black-Scholes option-pricing model Stock-based compensation expense

is recognized based on the grant-date fair value of the award The Company records compensation expense on

straight-line basis over the service period

Income Taxes

The Company is organized as single-member limited liability company and is pass-through entity for

federal income tax purposes Because the Company has no federal income tax liabilities there are no

uncertain tax positions that impact the Companys fmancial statements for the year ended December 31 2011

The Parent is subject to examination by U.S Federal and State tax authorities for the years 2004 2006 and

2008 2011

Use of Estimates in the Preparation of Financial Statements

The fmancial statements are prepared in accordance with accounting principles generally accepted in the

United States of America which require the use of estimates and assumptions that affect the reported amounts

of assets liabilities revenues and expenses and the disclosure of contingent assets and liabilities

Management believes the accounting estimates are appropriate and reasonably stated however due to the

inherent uncertainties in making estimates actual amounts could differ from these estimates

Subsequent Events

The Company has evaluated subsequent events through the date that this Annual Audited Report on Form

17A-5 was filed with the U.S Securities and Exchange Commission



CALAMOS FINANCIAL SERVICES LLC
Notes to Financial Statements Continued

Related-Party Transactions

Calamos Investments and certain of its affiliates share personnel office space and equipment with the

Company Shared costs are allocated based on management services agreement Expenses allocated between

the companies are included in the statement of operations The following is summary of these expenses for

the year ended December 31 2011

Expenses allocated to the Company from Calamos Investments and affiliates

Occupancy $1244395

Employee compensation and benefits 282040

Administrative and technology services 20798

Equipment rental and maintenance 1044204

Other operating expenses 2247251

Total 4838688

Expenses allocated to Calamos Investments and affiliates from the Company

Employee compensation and benefits 1472180

Other operating expenses 349011

Total 1821191

Net expenses allocated to the Company from Calamos Investments and affiliates $3017497

The Company is party to an agreement with Calamos Advisors LLC Advisors whereby Advisors pays the

Company for administrative services provided to existing and prospective shareholders of the Funds and for

distribution services provided to Advisors among other services and activities The Company received

$13565555 for administrative and distribution services from Advisors during the year ended December 31

2011 These fees are reported within administrative services fees on the statement of operations

As of December 31 2011 the Company had receivables due from various affiliates of $651234 and payables

to various affiliates of $208019 primarily related to its management services and administrative services

agreements

The Company is party to non-recourse agreement with Advisors to sell and transfer outright all of its rights

title and interest in certain fee payments to Advisors In accordance with this agreement the fee payments

specifically consist of and are limited to Class distribution fees Class distribution and services

fees with respect to Class Shares during the first year after such shares are purchased and

contingent deferred sales charges on Class Class and Class shares of the Funds In exchange for fees

identified above Advisors agrees to pay certain amounts including the following amounts required to

make commission payments on Class shares of the Funds for purchases through the large purchase order

net asset value privilege commission payments on Class shares of the Funds amounts required to

make 2b- fee payments to fmancial service firms with respect to Class shares of the Funds during the

first year after shares are purchased and other various amounts as agreed upon from time to time For the

year ended December 31 2011 Advisors paid $3745979 for fee payments on and fund share sales in

accordance with the terms of the non-recourse agreement



CALAMOSFINANCIAL SERVICES LLC
Notes to Financial Statements Continued

The Company is the distributor for the Funds For the year ended December 31 2011 the Company earned

$69446403 of distribution fees from the Funds that are not subject to the above mentioned agreement with

Advisors These distribution fees are generally paid to brokers and other fmancial intermediaries and are

reported as distribution expenses in the statement of operations For the year ended December 31 2011 the

Company earned $1390383 of commission revenues which represents front-end sales charges earned from

the sale of open-end funds Expenses and costs paid by the Company on behalf of the Funds are billed to and

collected from the Funds Uncollected commissions and distribution fees due from the Funds as of December

31 2011 were $433900

Securities Owned

As of December 31 2011 securities owned at fair value consist of the following

Money market funds $18919752

Equity mutual fund 3402774

Common stock 129903

Total securities owned $22452429

The Company securities owned are U.S based securities of which the equity mutual fund consists of an

affiliated mutual fund

Fair Value Measurements

The Company utilizes three-tier fair value hierarchy which prioritizes the inputs used in measuring fair

value as follows Level observable inputs such as quoted prices in active markets Level inputs other

than the quoted prices in active markets that are observable either directly or indirectly and Level

unobservable inputs in which there is little or no market data and require the reporting entity to develop its

own assumptions As of December 31 2011 the Company used an active market approach for recording the

fair value of all of its investments in money market funds equity mutual fund and common stock based on

published net asset values As of December 31 2011 the fair value of these securities was $22452429

which was valued using Level observable inputs

Payable to Brokers

As of December 31 2011 the Company had payments due to brokers and other fmancial intermediaries for

12b-1 distribution and services fees in the amount of $10638149

Profit Sharing Plan

The Company contributes to defined contribution profit sharing plan the PSP Plan covering substantially

all employees Contributions to the PSP Plan are at the discretion of Calamos Investments and are primarily

invested in the Funds For the year ended December 31 2011 the Company recorded expense for the

contributions to the PSP Plan in the amount of $871980 This expense is included in employee compensation

and benefits on the statement of operations



CALAMOS FINANCIAL SERVICES LLC
Notes to Financial Statements Continued

Stock Based Compensation

Certain employees of the Company receive stock based compensation comprised of RSUs and stock options

under CAMs incentive compensation plan which is designed to retain key employees total of 10000000

shares of CAMs common stock may be granted under the plan CAM may use treasury shares issue new

shares or purchase shares of its Class common stock upon the exercise of stock options and upon the

conversion of RSUs

RSUs entitle each recipient to receive share of CAM Class common stock and dividend equivalent to

the actual dividends declared on CAMs Class common stock RSUs are granted with no strike price and

therefore the Company receives no proceeds when the RSUs vest These awards including accrued

dividends vest at the end of the restriction period generally not to exceed six years after the grant date and

are expensed on straight line basis over this period For the year ended December 31 2011 there were

24587 RSUs with an estimated fair value of $325040 awarded to employees of the Company summary of

the RSU activity for the year ended December 31 2011 is as follows

Weighted

Average Fair

Value of RSUs

Shares Granted

Outstanding as of December 31 2010 82395 $11.57

Granted 24587 13.22

Forfeited 3678 16.10

Exercised upon vesting 13775 6.60

Outstanding as of December 31 2011 89529 12.60

As of December 31 2011 the Company had 89529 RSUs outstanding with weighted average remaining

service period of 4.3
years

and an aggregate intrinsic value of $1120008 The aggregate intrinsic value and

the fair value of RSUs vested and exercised during 2011 was $236266

Stock options entitle each recipient to purchase share of CAMs Class common stock in exchange for the

stated exercise price upon vesting of each award Under the plan the exercise price of each option which has

10-year life equals the market price of CAM stock on the date of grant These awards vest at the end of

the restriction period generally between four and six years after the grant date The fair value of the award is

expensed on straight line basis over the vesting period The fair value of each option grant is estimated on

the date of grant using the Black-Scholes option-pricing model No awards were granted during 2011

10



CALAMOS FINANCIAL SERVICES LLC
Notes to Financial Statements Continued

summary of the stock option activity for the year ended December 31 2011 is as follows

Weighted

Number of Average

Shares Exercise Price

Outstanding as of December 31 2010 36776 $19.51

Granted

Forfeited 5316 19.65

Exercised

Outstanding as of December 31 2011 31460 19.49

As of December 31 2011 the Company had 31460 stock options outstanding with weighted average

remaining contractual life of 6.0 years and no aggregate intrinsic value There were 1984 stock options

granted under this plan that were exercisable as of December 31 2011

For the year ended December 31 2011 the Company recorded compensation expense of $235366 in

connection with the RSUs and stock options As of December 31 2011 the Company has $642124 of total

unrecognized compensation expense related to non-vested stock option and RSU awards that are expected to

be recognized over weighted-average service period of 4.0 years

Concentration Risk

For the year ended December 31 2011 43% 26% and 15% of the Companys distribution and service fees

were derived from services provided to the Calamos Growth Fund the Calamos Growth and Income Fund

and the Calamos Convertible Fund respectively Due to the nature of the Companys agreement to

compensate financial intermediaries reduction in revenues related to these products would be immediately

offset with commensurate reduction in distribution expenses This revenue and related expense is largely

dependent on the level of assets under management

Contingencies

In the normal course of business the Company may be subject to various legal proceedings from time to time

Currently there are no material legal proceedings pending against the Company

11



Schedule

CALAMOS FINANCIAL SERVICES LLC
Computation of Net Capital Under Rule 15c3-l

of the Securities and Exchange Commission

December 31 2011

10 Regulatory and Net Capital Requirements

As broker-dealer the Company is subject to the Securities and Exchange Commissions Uniform Net

Capital Rule Rule 15c3-1 which requires the maintenance of minimumnet capital Rule 15c3-l requires

that the Company maintain minimumnet capital as defined and requires that the ratio of aggregate

indebtedness to net capital as those terms are defined by the rule may not exceed 15-to-i As of

December 31 2011 the Companys net capital was $6512407 which was $5446765 in excess of its

required net capital of $1065642 and its ratio of aggregate indebtedness to net capital was 2.45-to-i

Computation of net capital

Total members capital $8963764

Deduct

Nonallowable assets

Receivables from affiliated funds 341647

Receivables from affiliates 651234

Prepaid expenses and other assets 158449

Haircuts on securities positions 908297

Undue concentration 391730

Total deductions 2451357

Net capital 6512407

Minimum net capital requirement 2/3% of aggregate indebtedness 1065642

Net capital in excess of requirement $5446765

Aggregate indebtedness accounts payable accrued expenses and other liabilities $15984621

Ratio of aggregate indebtedness to net capital 2.45 to

Statement pursuant to Paragraph d4 of Rule 7a-5

There are no material differences between the amounts presented in the computations of net capital set forth

above and the amounts as reported in Calamos Financial Services LLC unaudited Part IT-A Quarterly FOCUS

report as of December 31 2011

Statement pursuant to subparagraph k2i of Rule 5c3-3

Schedule II Computation for Determination of Reserve Requirements Under Rule 15c3-3 and Schedule III

Information Relating to Possession or Control Requirements Under Rule 15c3-3 have not been included

because the Company is exempt from Rule 5c3 -3 pursuant to the provisions of subparagraph k2i

12



McGladrey Pullen LLP

McGladrey

Independent Auditors Report on Internal Control

To the Member of

Calamos Financial Services LLC

Naperville Illinois

In planning and performing our audit of the financial statements of Calamos Financial Services LLC the
Company as of and for the year ended December 31 2011 in accordance with auditing standards generally

accepted in the United States of America we considered the Companys internal control over financial

reporting internal control as basis for designing our auditing procedures for the purpose of expressing our

opinion on the financial statements but not for the purpose of expressing an opinion on the effectiveness of

the Companys internal control Accordingly we do not express an opinion on the effectiveness of the

Companys internal control

Also as required by Rule 7a-5g1 of the Securities and Exchange Commission SEC we have made

study of the practices and procedures followed by the Company including consideration of control activities

for safeguarding securities This study included tests of compliance with such practices and procedures that

we considered relevant to the objectives stated in Rule 7a-5g in making the periodic computations of

aggregate indebtedness or aggregate debits and net capital under Rule 17a-3a11 and for determining

compliance with the exemptive provisions of Rule 5c3-3 Because the Company does not carry securities

accounts for customers or perform custodial functions relating to customer securities we did not review the

practices and procedures followed by the Company in any of the following

1.Making quarterly securities examinations counts verifications and comparisons and the

recordation of differences required by Rule 7a-13

2.Complying with the requirements for prompt payment for securities under Section of Federal

Reserve Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and the

practices and procedures referred to in the preceding paragraph In fulfilling this responsibility estimates and

judgments by management are required to assess the expected benefits and related costs of controls and of

the practices and procedures referred to in the preceding paragraph and to assess whether those practices

and procedures can be expected to achieve the SECs above-mentioned objectives Two of the objectives of

internal control and the practices and procedures are to provide management with reasonable but not

absolute assurance that assets for which the Company has responsibility are safeguarded against loss from

unauthorized use or disposition and that transactions are executed in accordance with managements
authorization and recorded properly to permit the preparation of financial statements in conformity with

generally accepted accounting principles Rule 7a-5g lists additional objectives of the practices and

procedures listed in the preceding paragraph

Because of inherent limitations in internal control and the practices and procedures referred to above error or

fraud may occur and not be detected Also projection of any evaluation of them to future periods is subject to

the risk that they may become inadequate because of changes in conditions or that the effectiveness of their

design and operation may deteriorate

deficiency in internal control exists when the design or operation of control does not allow management or

employees in the normal course of performing their assigned functions to prevent or detect misstatements

on timely basis

13
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significant deficiency is deficiency or combination of deficiencies in internal control that is less severe

than material weakness yet important enough to merit attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that there is

reasonable possibility that material misstatement of the Companys financial statements will not be

prevented or detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and second paragraphs

and was not designed to identify all deficiencies in internal control that might be material weaknesses and

therefore there can be no assurance that all material weaknesses have been identified We did not identify

any deficiencies in internal control and control activities for safeguarding securities that we consider to be

material weaknesses as defined above

We understand that practices and procedures that accomplish the objectives referred to in the second

paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the

Securities Exchange Act of 1934 and related regulations and that practices and procedures that do not

accomplish such objectives in all material respects indicate material inadequacy for such purposes Based
on this understanding and on our study we believe that the Companys practices and procedures as

described in the second paragraph of this report were adequate at December 31 2011 to meet the SECs
objectives

This report is intended solely for the information and use of the Member management the SEC the Financial

Industry Regulatory Authority and other regulatory agencies that rely on Rule 7a-5g under the Securities

Exchange Act of 1934 in their regulation of registered brokers and dealers and is not intended to be and
should not be used by anyone other than these specified parties

cI47
Chicago Illinois

February2l 2012
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